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OATH OR AFFIRMATION

1, Daniel M. Quesada , swear (or affirm) that, to the best of
~y knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Oak Tree Securities, Inc. >, as
of April 30, 2006 , 20 _, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

s s ﬂ

RONALD E. COLYAR
Comm. § 1479714 é

Z
&) HOTARY PUBLIC- CALIFORNIA /
2 ContraCosta County - Slgng fe
My Comm. Expires AFR.18.2001}
President
Title
Notary Public k4

This report ** contains (check all applicable boxes):

B3 (a) Facing Page.

& (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

"d (d) Statement of Changes in Financial Condition. Cash Flows

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

i (g) Computation of Net Capital.

0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

0 () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

&I () An Oath or Affirmation.

[J (m) A copy of the SIPC Supplemental Report.

Ea (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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TO THE COMMISSIONER OF CORPORATIONS OF
THE STATE OF CALIFORNIA

VERIFICATION FORM PURSUANT TO
RULES 260.241.2(b) AND 350.535.1(b)

(Executed within the State of California)

1, Daniel Quesada, certify under penalty of perjury, that I have read the foregoing and annexed financial
report and supporting schedule and know the contents thereof; that the same are true and correct to my
best knowledge and belief; and that neither the licensee nor any partner, officer, or director thereof have

any proprietary interest in any account classified solely as that of a customer.

Executed this A D> day of St , 2006

at Walnut Creek, California

DY e

Daniel Quesada
Oak Tree Securities, Inc.
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Cropper Accountancy Corporation
Certified Public Accountants

2977 Ygnacio Valley Road, #460
Walnut Creek, California 94598
Tel: (925) 932-3860

Fax: (925) 932-3862

INDEPENDENT AUDITORS' REPORT

To the Stockholders
QOak Tree Securities, Inc.
Walnut Creek, California

We have audited the accompanying statement of financial condition of Oak Tree Securities, Inc. as of
April 30, 2006 and the related statements of operations, changes in Company equity, and cash flows for
the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company's management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provided a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Oak Tree Securities, Inc. as of April 30, 2006, and the results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedule I is presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary information required by rule
17a-5 under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

CROPPER ACCOUNTANCY CORPORATION

June 21, 2006




OAK TREE SECURITIES, INC.
Statement of Financial Condition
April 30, 2006

ASSETS

Cash in bank $
15,752

Deposits with clearing broker
Total cash

Commissions receivable

Securities owned at Fair Value, pending marketability

NASDAQ Stock subscribed by Company

Less subscribed by others

Furniture and equipment, net of accumulated depreciation of $13,627
Prepaid expense

Total Assets $

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Accounts payable $
Commissions payable

30,789
46,541

72,417

11,226

38,200
(38,200)

56

500

130,740

970
78,833

79,803

STOCKHOLDERS' EQUITY

Stockholders' equity:
Common stock; Class A 100,000 shares authorized, 1,000 shares issued
Common stock; Class B 100,000 shares authorized, 360 shares issued
Paid-in capital
Retained earnings
Total stockholders' equity

Total Liabilites and Stockholders' Equity $

The accompanying notes are an integral part of these financial statements.

-2

100
12,186
34,225

4,426

50,937

130,740




OAK TREE SECURITIES, INC.
Statement of Operations
For the Year Ended
April 30, 2006

Revenue

Fees and commissions earned $ 1,296,568
Interest and other income, including reimbursements 4,459
Investment income, increase in fair value (unrealized) 6,078

Total revenues 1,307,105
Commission and brokerage expense 1,194,649

Gross profit 112,456

Expenses

Secretary and receptionist 30,142
Management fee 12,000
Rent 17,366
Insurance 2,045
Telephone and communication 2,841
Professional fees 7,145
Office expense ' 3,326
Outside services 10,380
Printing and delivery 2,988
Depreciation 146
Meals and seminars 2,438
Other 1,017

Total expenses 91,834
Income before income tax expense 20,622

Income tax expense:

California Franchise Tax 800
Deferred Tax Expense 354
Total income tax expense 1,154
Net income $ 19,468

The accompanying notes are an integral part of these financial statements.
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OAK TREE SECURITIES, INC.
Statement of Changes in Company Equity
For the Year Ended
April 30, 2006

Common Stock Paid-in  Retained
Class A Class B Capital  Earnings Total

Balance - April 30,2005 $ 100  §12,186 $34,225  §$(15,042) $31,469

Net income - -

19,468 19,468

Balance - April 30,2006 $ 100  §$12,186 §$34,225 § 4426 §$50,937

The accompanying notes are an integral part of these financial statements.
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OAK TREE SECURITIES, INC.
Statement of Cash Flows
For the Year Ended
April 30, 2006

Cash flows from operating activities:
Net income $ 19,468
Adjustments to reconcile net income to net
cash provided by (used in) operating activities:

Depreciation expense 146
Changes in operating assets and liabilities:
Decrease in commissions receivable 10,563
Decrease in commissions and accounts payable (4,425)
Unrealized gain on value of securities owned (6,078)
Decrease in deferred income tax benefits 354
Net cash provided by operating activities 20,028

Cash flows from investing activities:
Purchase of funiture and equipment -
Net cash used in investing activities -

Cash flows from financing activities:
Net capital withdrawals -
Net cash used in financing activities -

Net increase in cash 20,028
Cash at beginning of year 26,513
Cash at end of year $ 46,541

The accompanying notes are an integral part of these financial statements.

-5-




OAK TREE SECURITIES, INC.
Notes to Financial Statements
April 30, 2006

General Information and Summary of Significant Accounting Policies

Description of Business

Oak Tree Securities, Inc. (the "Company"), is registered as a broker and dealer in securities with the
Securities and Exchange Commission (SEC) and the National Association of Security Dealers
(NASD). It transacts trades in equity securities through other brokers on a “fully disclosed” basis
and receives commissions therefrom. In addition, commissions are earned on sales of limited
partnership interests, mutual funds and other interests.

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting wherein income is
recognized as earned and expenses are recognized when incurred. Commission revenue and the
related commission expense is recorded on the trade date of transactions.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Cash and cash equivalents
The Company considers all highly liquid financial instruments purchased with an original maturity
of three months or less to be cash equivalents.

The Company maintains cash in one bank and one savings institution with FDIC insurance of up to
$100,000 each. An additional deposit was maintained with a clearing broker, which is insured by
SPIC.

Investments
The company has firm investments in various equity securities including warrants. These securities
are carried at fair value.

Income taxes

Deferred income tax assets and liabilities are provided for differences between the tax basis of an
asset or liability and it reported amount in the financial statements brought about because the
Company files income tax returns on the cash basis plus depreciation on furniture and equipment.

The deferred tax liability at April 30, 2006 was not recorded because the Company has net
operating loss carryforwards for both federal and California purposes.

Depreciation
Furniture and equipment are depreciated on a straight-line basis over five years.

-6 -




OAKTREE SECURITIES, INC.
Notes to Financial Statements
April 30, 2006

Net Capital Requirement

As a registered broker and dealer in Securities, the Company is subject to the Securities Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1).

The Company's ratio of aggregate indebtedness to net capital as defined in the Uniform Net Capital
Rule was approximately 2.04 to 1 at April 30, 2006. Aggregate indebtedness and net capital
change from day to day. The Company is required to maintain a ratio of less than 15 to 1.

At April 30, 2006, the Company had net capital as defined of $39,155 which exceeded the
minimum requirement of $5,000. The Company must maintain a minimum net capital of 120% of
the minimum required capital to avoid interim reporting requirements

Exemption from Rule 15¢3-3

The Company is exempt from certain provisions of Rule 15¢3-3 since it does not clear transactions
in securities or hold customer funds or securities. The Company carries no margin accounts and
promptly transmits all customer funds, delivers all customer securities and will not otherwise hold
funds or securities of customers.

Lease Commitment

Daniel M. Quesada, Inc. is the lessee of Company’s premises and as discussed in Note 2 gets
reimbursed for 75% of the rent from the Company. The Company’s share of the monthly rent for
the current lease ending October 31, 2006 is $1,268 (75% of $1,691) per month.

Income Taxes

The Company reports its income on the cash method of accounting for income tax purposes; and
uses the accrual method of accounting for financial statements. These financial statements include
annual depreciation based on 20% of the cost of purchased assets. For income tax purposes, these
assets are expensed using accelerated methods. The statements include income and expenses
generated by commissions receivable from investment companies and commissions payable to
Company representatives, which is not reported for tax purposes until the cash is received or paid.
These differences create “timing” differences between taxable income and financial statement
income. Also, these financial statements include an unrealized gain for an increase in market value
of NASDAQ stock which will not be reported for tax purposes until the security is sold. Finally,
the losses for the years ended April 30, 2005, 2004 and 2003 create an offset to future year’s
taxable income, including the year ended April 30, 2006.




OAKTREE SECURITIES, INC.
Notes to Financial Statements
April 30, 2006

Income Taxes (continued)

The following is the computation of income tax expense:

Income Tax Expense

Income before income taxes
Unallowable-entertainment expense
Deprecation — Financial Statement
Tax return
Deferred tax items:
Decrease in accounts receivable
Increase in market value of firm investment
Decrease in accounts payable
California Franchise Tax — prior year
Taxable income
Prior years net operating losses applied
Taxable income

Income tax thereon (and CFT $800 minimum)

Decrease in deferred income tax asset:
April 30, 2006

April 30, 2005

Income tax expense — current year

California  Federal  Expense

$ 20,622 $20,622

955 955
146 146
(368) (85)

10,563 10,563
6,078)  (6,078)
(4,425)  (4,425)

- (800)
21,415 20,898

(21.415) (20.898)
$ 0 8 0

$ 800 $§ 0 S 800

354
3 1,154

The following items at April 30, 2006 constitute the items deferred in reporting for the tax

purposes:

Commissions receivable

Commissions and accounts payable
Excess of market value over cost of
securities owned

Current year California Franchise Tax
(deduct next year)

Deferred for Federal purposes
Deferred for California purposes

S 72,417
(79,803)

9,351

(800)
§ 1165
$ 1965

As of April 30, 2006, net operating loss carryforwards negate the above taxable items.
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OAKTREE SECURITIES, INC.
Notes to Financial Statements
April 30, 2006

Daniel M. Quesada, the Class A shareholder, owns 100% of Daniel M. Quesada, Inc. During the
year ended April 30, 2006, Daniel M. Quesada, Inc. charged the Company $57,288 for
management, rent of office, secretarial and office expense including $12,000 for Quesada’s
management fee. The comparable total for the year ended April 30, 2005 was $70,276. In
addition, Mr. Quesada receives commissions for business generated.

The Company is holding shares and warrants for some of its representatives who have paid for
the stock of NASDAQ Stock Market, Inc. or its warrants. The total paid by the representatives
and the related amount the Company has paid is the same and is shown in the assets at $38,200.
The 300 shares purchased and owned by the Company have increased in value from $1,875 to
$11,226. This new value and the related current year unrealized gain ($6,078) is reflected in the

The Company has two classes of common stock: Class A shareholders (currently, one) are
entitled to vote two directors and Class B shareholders (currently, 10) are entitled to vote for two

Consistent with industry practice, the Company’s clearing broker, Wedbush Morgan is holding
approximately $15,000 as a deposit for unpaid security transactions.

6. Related Party Transactions
7. NASDAOQ Investments
financial statements.
8. Common Stock
directors.
9. Cash Deposit
10. Contingency

The Company is currently involved in litigation which it hopes will be settled in the near future.
An investor, who held a non-discretionary account over which the investor held full and complete
authority with regard to purchases and sales in his account, has filed an arbitration claim in
connection with alleged losses he suffered while a client of Oak Tree Securities, Inc.. In the
Company’s opinion, the action is not likely to give rise to a liability for the firm. However, the
total exposure to the Company is substantial and is far in excess of the net worth of the Company.
No provision has been made in the financial statements.

The Company is also involved in other pending litigation involving a class action brought by
mnvestors not naming the Company. A cross-complaint by the defendant naming the Company
was filed after a jury verdict against the defendant. The court has granted the defendant a new
trial after the 2004 jury verdict. No factual basis for wrongdoing on the part of the Company has
yet been disclosed and no such finding as yet been made against the Company.
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OAK TREE SECURITIES, INC.
Schedule 1
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
April 30, 2006

Stockholders' equity $ 50937
Assets no allowed for net capital purposes:
Securities owned (NASDAQ) at 100% 11,226
Prepaid expense 500
Furniture and equipment, net 56
Total unallowed assets 11,782
Net Capital $ 39,155
Minimum net capital required (6 2/3% of $79,803 aggregate
indebtedness or the minimum of $5,000 $ 5,320
Net capital in excess of requirement $ 33,835
Ratio of aggregate indebtedness ($79,803) to net capital ($39,155) 2.04t01

(required to be less than 15 to 1)

Aggregate Net
Indebtedness Capital
Focus Report as filed S 61,703 $ 53,881
Decrease in cash - (124)
Increase in commission & accounts payable 18,100 (18,100)
Increase in commissions receivable - 3,498
Adjusted amounts above $ 79803 § 39,155
-10-

Ratio

1.15to0 1

204t01




Cropper Accountancy Corporation
Certified Public Accountants

2977 Ygnacio Valley Road, #460
Walnut Creek, California 94598
Tel: (925) 932-3860

Fax: (925) 932-3862

INDEPENDENT AUDITORS' REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Stockholders
Oak Tree Securities, Inc.
Walnut Creek, California

In planning and performing our audits of the financial statements and supplemental schedule of Oak Tree
Securities, Inc. (the "Company"), for the year ended April 30, 2006, we considered its internal control
structure, including procedures for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on the
internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures followed by the Company including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in any of
the following:

1.  Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of an internal control
structure and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

-11 -
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Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving the internal control
structure, including procedures for safeguarding securities that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at April 30, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the Members and management of the
Company, the SEC, the National Association of Securities Dealers and other regulatory agencies that rely

on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

CROPPER ACCOUNTANCY CORPORATION

June 21, 2006
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